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UNITED STATES GENERAL ACCOUNTING OFFICE

REGIONAL OFFICE
ROOM 7068 FEDERAL. BUILDING
300 NORTH LOS ANGELES STREET
L.os ANGELES, CALIFORNIA 90012
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JUN 151973

Commander Daniel J Linehan, USN

Officer in Charge, Naval Regional
Procurement Office

312 ¥ Spraing Street, Room 965

Los Angeles, California 90053

Dear Commander Linehan

We have completed a review at the Naval Regional Procurement
Office, Los Angeles (NRPOLA) of the pricing of noncompetitive
contracts based on certified cost or pricing data  The review
was part of an overall evaluation of the Department of Defense
management of contract pricing responsibilities under Public Law

87-653

The objectives of our review were to determine (1) the ade-
quacy of cost or pricing data submitted by contractors in support
of price proposals, (2) the adequacy of reviews and evalualions of
such data by cognizant Government personnel, and (3) the effective-
ness of the use of such data and the results of proposal evaluations
in price negotiations

The two procurements reviewed at NRPOLA were contracts NOO123~-
72-C-0221 and N00123-T2-C-0825 We discussed the results of our
review with members of your staff at the completion of the assign-
ment The following matters are being brought to your attention for
further consideration in improving the procurement process at NRPOLA

COST OR PRICING DATA SUBMITTED
IN SUPPORT OF PRICE PROPOSALS

The cost or pricing data submitted with the contractors' price
proposals generally did not identify the bases for proposed costs as
required by Armed Services Procurement Regulation (ASPR)} 3-807 3 and
as outlined ain Appendix A to the ASPR Manual for Contract Pricing
(ASPM No 1) The proposal for contract -0221 did not identafy the
bases for any of the estimated costs and the proposal for contract
-0825 did not 1dentify the bases for estimated material, labor, and
miscellaneous costs We were able to determine the bases for the
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cost estimates in other contract file documents such as advisory
audit reports or negotiation records, however, this does not relieve
the contractor from the responsibility for identifying the data as
part of the contract price proposal, DD Form 633

We suggested to your staff that NRPOLA might improve the quality
of contractors' cost or pricing data submissions by including in the
requests for quotation a statement that the proposals include complete
identification of the basis for the cost estimates in accordance with
ASPM No 1  Your Technical Assistant advised us that requests for
quotations would be revised to provide additional guidance concerning
the minimum data requirements necessary to support the cost estimates

REVIEW AND EVALUATION OF
COST OR PRICING DATA

The technical evaluation reports submitted by the Naval requisi-
tioning activities for these contracts did not identify the bases for
the evaluators' conclusions concerning the reasonableness of proposed
labor hours and material quantities NRPOLA requests for technical
evaluations of price proposals clearly indicated that the bases for
the conclusions should be provided by the technical evaluators

Both proposals were also evaluasted by Defense Contract Adminis-
tration Services (DCAS) and Defense Contract Audit Agency (DCAA)
personnel  Field pricing reports from these agencies 1dentified the
bases for conclusions expressed on the reasonableness of each cost
element with the exception of one DCAS technical evaluation on
contract -0221

In discussions with your staff, the Technical Assistanl advised
us that this matter would be brought to the attention of the Naval
requisitioning activities in order to improve the quality and utility
of technical evaluation reports used in price negotiations

USE OF COST OR PRICING DATA AND
ADVISORY FIELD PRICING REPORTS
IN NEGOTIATIONS

The contracting officers gave adequate consideration to the cost
or pricing data and the results of advisory field pricing reports in
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establishing negotration objectives The price negotiation memoran-
dums were in sufficient debtail to show the significant considerations
leading to the final negotisted prices

We would appreciate your views and comments, together with
advice as to any action taken or planned concerning the matters
discussed herein A copy of this letter is being sent to the
Director, Naval Area Audat Service, San Diego, California

We wish to acknowledge the courtesy and cooperation extended
to our representatives by your staff during the review We will be
glad to provide further information on these matters i1f you so desire

Sincerely yours,

E. J. KOLAKOWSKI

S. KLEINBART
Acting Regional Manager

ce. Director, Naval Area Audit
Service, San Diego
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2, Twelve of 27 techniesl evaluabion reyoris by program offices
wers inedeguste teosuse the scope of the snalvses sad the bases for
the evaluators' conclusions were not zited., TFor the most part, DCAA
pregverd sudits, fleld technical swvaluations verforpmed by contract
sdninistration specislasts, and fl21d vrice anslyses were adequate in
that the reports 1dentified the scope of work and the bages for cou-
vinsions expressed.

3. The contraeting efficers penerally gave adequete coasiderss
tiom to the Pield pylelns veports wvhen establishing nesotistion
ahjeetivas and in post cases, negotistion objestives vere met. In
two cases, howvever, the oblecblves were not schieved beeause the con-
tractor refused b0 mecobinte. CLigpificant concesszions vere made in
negotiations in order to malutaln production eonbtimuity,

L., TInternsl menagement controls wore generally andsguste to
egsure eompilance with preseribed roliecies snd procelures.

Enclosed are coples of our letier veports to the Comender, BAVED:
the fudibor Semeral, U. §  4ir Forees. the rffieer in Cherge, SHPOLA
and the Director, ¥eval Area Sudll Perviece, San Diego. Alsc encloseld
iz 340 Torn 103, Ve are Srapsmitiing seves bundles of vorking papers
poptaining the details of our review, incluwding g9 infexed sopy of
the anclosed suemery.

If wo can be of further sesistencs, pleagse lat us kbhow,
Enclozures

se Direoter, PSAD, w/o snclopures
Dirsctor, P00, w/o enclosurses
Agslistant Director, FEAD ~ Cheries Voinfeld,
w/eopy of sumasry and Istier reporis
tuief, Publications Branch, ZAPE, w/Foram 103(3)
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“avtain J. 7. Snermen, USE
Mrector, Tavel Area Iudit Service
1220 Pacific Uighway

fan Drego, Califorasis 02132

Sesr Captain Sherman

We recently completed a review of the pricing of noncompeds-
tive contracts besed on certified cost oy pricine date at the
JZmvel Teglonal Procurement Office, Tos Angeles {(PPOLA)  Fnelosed
for your informalior is a covy of a letter rovort to ire Officer
e Cnerge, "HPOTA, vhich saamerivers the remdis of our revies

Your atteption 1g directed to comments eoncermin~ the cost
or pricing deta reoulrsd Lo susvort vrice pronosals and &b~ nsod
for tecaniesl evaluatlion reports that can te effectively utilized
in price nerptiations. You may waut to consider includines theae
items in fulure reviews of procurement actlions at FPNLA

He will be plessed o provide Purtrer details 1F vou so
desire.

Sincerely vours,

£ J KOLAKOWSKI

8 ELUTIBARY

RAB 3d Aetane Resronal Mansger

tnelosura

bee Mr Bononi
Mr Bullock





